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Robert Dale Johnson 
Robert Dale Johnson, involved 
in the purchase and sale of in- 
dustrial wine will be sentenced 
September 27, 1974 on guilty 
plea. 

SEC v. Capital Growth Company, 

S.A., et al. 
Complaint alleges self-dealing 
transactions, seeks disgorge- 
ment and receiver. 

SEC v. J & B Industries, Inc., 

et al. 
Complaint filed involves land 
contracts. 
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et al. 
Federal court in Seattle, 
Washington orders permanent 
injunction in case relating to 


securities involving real proper- 


ty. 


Eurrell V. Potts 
Disciplinary action taken by 
the NASD upheld. 





SECURITIES ACT OF 1933 
Release No. 5525/September 3, 1974 


PERMANENT SUSPENSION OF THE REGULATION A 
EXEMPTION OF PETROLEUM ENERGY INVESTORS, 
LTD. 


The Securities and Exchange Commission's order of May 2, 
1974, temporarily suspending the Regulation A exemption 
from registration under the Securities Act of 1933, with 
respect to the proposed offer and sale of preformation 
limited partnership units by Miller Management Services, 
Inc. (““MMS") of Palo Alto, California, on behalf of Petro- 
leum Energy Investors, Ltd. (“Petroleum”), a limited 
partnership to be formed, has become permanent. MMS 
was to act as general partner for Petroleum. 


Pursuant to a Notification filed on July 18, 1973, MMS 
proposed to offer 100 limited partnership units at $5,000 
per unit for an aggregate of $500,000. According to the 
order, the Commission had reason to believe that: (a) the 
notification and offering circular contained untrue state- 
ments of material facts and omitted to state material facts 
necessary in order to make the statements made, in the 
light of the circumstances under which they were made, 
not misleading, particularly with respect to, among other 
things, the failure to disclose all promoters and affiliates; 
the failure to disclose a temporary restraining order and 
subsequent preliminary injunction against MMS and its 
president; the failure to disclose the sale of unregistered 
securities; (b) the terms and conditions of Regulation A 
had not been complied with, particularly with respect to 
the unavailability of the Regulation A exemption under 
the provisions of Rule 252(c)(4) and Rule 252(d)(2) in 
that MMS, Follis O. Miller, and Sant Pallan, an affiliate 

of MMS, are subject to a decree of a court of competent 
jurisdiction of the State of California preliminarily en- 
joining and restraining such persons from engaging in any 
violations of the California Securities Act; and (c) the 
proposed offering, if made, would have been in violation 
of Section 17 of the Securities Act of 1933, as amended. 








SECURITIES EXCHANGE ACT 








SEC DOCKET/93 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 109$7/September 3, 1974 


Admin. Proc. File No. 3-4261 
In the Matter of the Application of 


EURRELL V. POTTS 
Nashville, Tennessee 


Re Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES DEALERS, 
INC. 


FINDINGS, OPINION AND ORDER DISMISSING 
REVIEW PROCEEDINGS 


REGISTERED SECURITIES ASSOCIATION — RE 
VIEW OF DISCIPLINARY PROCEEDINGS 


Violations of Rules of Fair Practice 


In proceedings for review of disciplinary action by 

registered securities association suspending, fining 

and censuring registered representative, association's 

findings that representative engaged in a scheme to 

circumvent state securities law and converted fully 

paid securities of another to his own use, sustained, 
nd review proceedings dismissed. 


APPEARANCES: 


Gilbert S. Merritt and Allen D. Lentz, of Gullet, Steele, 
Sanford, Robinson & Merritt, for applicant. 


Andrew Mc R. Barnes, for the National Association of 
Securities Dealers, Inc. 


This is an application pursuant to Section 15A(g) of the 
Securities Exchange Act of 1934 by Eurrell V. Potts for 
review of disciplinary action taken against him by the 
National Association of Securities Dealers, Inc. (“NASD”). 
The NASD found that in January 1969, applicant, who 
was then a registered representative of a member, vio- 
lated Article Ill, Sections 1 and 18 of its Rules of Fair 
Practice 1/ by entering into a scheme to circumvent Ten- 
nessee’s securities registration statute and by converting 
the fully paid securities of another to his own use. It 
suspended applicant for thirty days, fined him $1,000, 
censured him and assessed costs of $644. On the basis 

of our review of the record, we sustain the NASD’s find- 
ings and the sanctions imposed. 


Violations of NASD Rules 


1. The NASD found that applicant, on behalf of one 
Joseph Majors, a Tennessee resident, purchased 1,000 
shares, at $21.50 per share, of the stock of Management 
Television Systems, Inc. (““Management’’), which was 
not registered for sale in Tennessee, and confirmed the 
transaction to a Miss Tallon of New York City for the 
purpose of consummating the sale to Majors. It held that 
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applicant thereby participated in a scheme to circumvent 
state law, in violation of Section 1 of the above rules. 
Applicant contends that the NASD’s findings are not sup- 
ported by the evidence and that Tallon was the actual 
purchaser 


According to applicant’s own testimony, Majors first 
sought to purchase the Management stock for his own 
account. Applicant informed Majors that the stock was not 
“‘blue;skied”’ in Tennessee and could not be sold to him. 
Majors then asked if the stock could be legally sold toa 
New York resident. When applicant replied affirmatively, 
Majors requested that he confirm the sale to Tallon, a 
stranger to applicant. Applicant spoke to Tallon by tele- 
phone and filled out a new account card for her which 
showed she was an airline stewardess but contained no 
information regarding her financial resources. When pay- 
ment was not made, a partner of the member contacted 
Majors who acknowledged that the transaction was in 
fact for his account,w sth Tallon being a mere conduit. 
While there is no evidence that applicant was specifically 
sO appraised by Majors, he clearly should have realized 
that the manner in which the transaction was effected 
was a subterfuge. 


2. On the conversion issue, the NASD found, and the 
record shows, that on November 27, 1968 applicant 
purchased 200 shares of the stock of First National Bank 
of St. Petersburg for $5600. On December 2, 1968, 
applicant sold the shares to a Mrs. Jack M. Bass, the wife 
of a partner of applicant’s then employer, for $6600, and 
received payment on December 9, 1968. When the firm 
received the certificates, which had been put into appli- 
cant’s name, on January 16, 1969, applicant took pos- 
session. On or about January 22, 1969, he pledged them 
to secure a personal loan. Not until February 27, 1969 
was the loan repaid and the certificates turned over to 
Bass. 


Applicant asserts that he and Bass had an “‘understanding” 
that he could use the stock as he did, and that it was only 
after applicant was suspended by the member on Feb- 
ruary 13 and was on an out-of-state vacation that Bass 
became concerned and sought delivery of the stock. This 
asserted ‘‘understanding” resulted from the fact that it 
was Bass who had wanted the stock all along and that 
applicant became involved in the matter only because 
Bass asked him as a favor to buy the stock for applicant's 
account since Bass had “inside information” concerning 
the issuer. Bass, on the other hand, testified that even 
prior to applicant’s suspension he had repeatedly asked 
him to deliver the shares. There is other and conflicting 
evidence in the record concerning the nature of the 
arrangements between applicant and Bass. The NASD, 
which heard the witnesses, rejected applicant's contention 
that he had Bass’s permission to pledge the securities. 


We find no basis for disagreeing with the NASD. Indeed, 
applicant’s story seems inherently improbable in light 
of the fact that, as noted by the NASD, Bass had pro- 
vided applicant with a quick $1,000 profit. Under the 
circumstances, it is unlikely that Bass in addition would 
have permitted applicant to pledge Bass’s fully paid 
securities for a personal loan. Even more implausible 

is applicant’s testimony to the effect that Bass was aware 
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of applicant’s need to borrow money. Applicant claims 
that Bass knew applicant had paid for the stock in ques- 
tion with funds applicant had set aside to purchase a car, 


and that applicant still wished to make that purchase. How- 


ever, those funds, plus an additional $1,000, had been re- 
paid within less than two weeks after applicant had pur- 
chased the stock in question. 


Other Matters 


Applicant contends that the NASD failed to comply with 
its published procedure for notification of decisions and 
deprived him of due process by failing to notify him of 
its final decision until March 8, 1973, almost fourteen 
months after the hearings were closed. Applicant cites 
Section 19 of the Association’s Code of Procedure for 
Handling Trade Practice Complaints, which provides 

that both “‘the complainant and the respondent shall be 
promptly notified of, and be sent a copy of, any written 
decision rendered by the Board of Governors” in connec- 
tion with the review of action taken by a District Business 
Conduct Committee. 2/ However, Section 19 does not 
apply until the Board of Governors has reached a deci- 
sion, and the Board did not reach a decision in applicant's 
case until February 1, 1973. On February 2, the decision 
was sent by certified mail to the address applicant had 
supplied to the NASD and at which prior communica- 
tions had reached him, but it was returned marked “‘un- 
claimed’’. On February 6, 1973, a copy was received by 
applicant’s attorney. Under the circumstances, even 
though applicant claims not to have learned of the deci- 
sion until March, his contention that the NASD violated 
its provision for prompt notification is unfounded. In 
connection with his due process argument, applicant 
asserts that during the period the decision was pending 
and as a result of these proceedings, he was for the most 
part unable to work in the securities industry. Although 
any delays in the issuance of decisions are regrettable, 

in our opinion the time lapse in this case was not such as 
toresult in any deprivation of constitutional rights. 3/ 


Applicant further asserts that the NASD‘s action against 
him, “the little man,” in connection with the Bass tran- 
saction and its failure to take action against Bass, “‘the 
partner in the large brokerage house,”’ for improper 
trading on inside information violated applicant's right 
to equal protection under the law. This argument is frivo- 
lous. Applicant has not presented any evidence of dis- 
crimination. And nothing in the record indicates that, 
prior to applicant’s testimony in these proceedings, the 
NASD had any indication that Bass may have engaged 
inimproper activity. Bass died during the course of the 
proceedings. 


Public Interest 


Applicant contends that even if we do not dismiss the 
charges against him, the fine and censure imposed by the 
NASD should be cancelled, and the suspension made 
retroactive. In view of the nature of the violations and 
with due regard for the public interest, we cannot find 
the sanctions imposed by the NASD excessive or oppres- 
sive. It follows that there is no basis for making the sus- 
pension retroactive. 


Accordingly, 1T 1S ORDERED that these proceedings for 
review be, and they hereby are, dismissed. 


By the Commission (Chairman GARRETT and Commis- 
sioners LOOMIS, EVANS and POLLACK); Commission- 
er SOMMER not participating. 


George A. Fitzsimmons 
Secretary 


1/ Section 1 of Article II! requires the observance of 
high standards of commercial honor and just and equi- 
table principles of trade. Section 18 prohibits the pur- 
chase or sale of any security by means of any fraudulent 


device. 


2/ CCH, NASD Manual, 1973, § 3018. 


3/ Cf. Isthmus Steamship & Salvage Co., Inc., 42 SEC 465, 
468-469 (1964). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10998/September 3, 1974 


The Securities and Exchange Commission announced pur- 
suant to Sections 15(c)(5) and 19(a)(4) of the Securities 
Exchange Act of 1934 the temporary suspension of ex- 
change and over-the-counter trading in the common stock 
of Savoy Industries, Inc. (Savoy), a Delaware corporation 
located in Long Island City, New York, for a ten-day 
period commencing at 2:00 p.m. (EDT) on September 3, 
1974 and continuing through midnight (EDT) on Sep- 
tember 12, 1974. 


The American Stock Exchange previously halted trading 
in the common stock of Savoy on August 19, 1974. 


The suspension was initiated at the request of the com- 
pany because of a concern about the adequacy and ac- 
curacy of Savoy's most recent financial information 
contained in its annual report for its fiscal year ended 
December 31, 1973 and the three months report for 
the period ended March 31, 1974. In addition, Savoy’s 
report on Form 10-O for the six months ended June 30, 
1974 which was due August 14 is delinquent. Finally, 
questions also exist as to whether a report filed with the 
Commission in April 1974 on Schedule 13D reflecting 

a change in control of Savoy contains accurate and ade- 
quate information about the agreements which resulted 
in such change in control. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should consider care- 
fully the foregoing information along with all other cur- 
rently available information and any information subse- 
quently issued by the company. 


Furthermore, brokers and dealers should be alert to the 


fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
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may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker 
or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quota- 
tion but immediately contact the staff of the Securities 
and Exchange Commission, Division of Enforcement in 
Washington, D.C. If any broker or dealer is uncertain 

as to what is required by Rule 15c2-11, he should refrain 
from entering quotations relating to the securities in ques- 
tion until such time as he has familiarized himself with 
said rule and is certain that all of its provisions have been 
met. If any broker or dealer enters any quotation which 
is in violation of said rule, the Commission will consider 
the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10999/September 5, 1974 


Admin. Proc. File No. 3-4513 
In the Matter of 


WILLIAM J. CLANCY, JR. 
4832 North Lawrence Street 
Philacelphia, Pennsylvania 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTION 


These are broker-dealer proceedings under the Securities 
Exchange Act with respect to William J. Clancy, Jr., 
formerly a selesman with a registered broker-dealer. Solely 
for the purpose of these and any other proceedings brought 
by the Commission, and without admitting or denying the 
allegations in the order for proceedings, respondent con- 
sents to certain findings of misconduct as alleged in that 
order and to entry of an order barring him from associa- 
tion with any broker-dealer, investment adviser or invest- 
ment company. 


On the basis of the order for proceedings and respond- 
ent’s consent, it is found that, during the period from 
about February 1971 to November 1972, respondent will- 
fully violated Section 10(b) of the Exchange Act and Rule 
10b-5 thereunder in that, in the offer and sale of common 
stock of Lomma International, Inc., he made material mis- 
statements concerning: 


1. The nature of Lomma’s businesses and assets, and the 
value of the latter; 


2. The market for Lomma’s products; 
3. Future dividends to be paid by the company; 
4. The future trading market for Lomma stock, its listing 


on the American Stock Exchange, and prospective in- 
creases in its price; and 
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5. The speculative nature of an investment in the stock. 1/ 


In view of the foregoing, it is in the public interest to im- 
pose the sanction to which respondent has consented. 


Accordingly, 1T IS ORDERED that William J. Clancy, Jr. 
be, and he hereby is, barred from being associated with 
any broker-dealer, investment adviser or investment com- 
pany. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 
George A. Fitzsimmons 


Secretary 


1/ The findings herein are not binding upon any other 
respondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11000/September 5, 1974 


The Securities and Exchange Commission has issued a 
notice giving interested persons until September 14 to 
request a hearing on an application of the Boston Stock 
Exchange for unlisted trading privileges in the common 
stock of Maremont Corporation (Delaware). 

A notice has also been issued giving interested persons 
until September 20 to request a hearing on an application 
of the Boston Stock Exchange for unlisted trading priv- 
ileges in the common stock and other specified security 
of the following companies: 


ARA Services, Inc. 


Continental Illinois Realty 
(shares of beneficial interest) 


Day Mines, Inc. 

Diamond Shamrock Corp. 

First International Bancshares, Inc. 
First Pennsylvania Corp. 

Ideal Basic Industries, Inc. 
International Flavors & Fragrances, Inc. 
Purolator, Inc. 

Rexham Corp. 

Rorer-Anchem, Inc. 


Southeast Banking Corp. 













} 































Squibb Corp. 
STP Corporation 


United Gas Pipe Line Company 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11001/September 6, 1974 


Admin. Proc. File No. 3-4541 
In the Matter of 


FRANK D. BELLUCCI, Ill 
67 Barbara Street 
Bloomfield, New Jersey 


ORDER INSTITUTING PROCEEDINGS AND IMPOSING 
REMEDIAL SANCTION 


Frank D. Bellucci, Il, who was a registered representative 
of M. Bernstein Securities, Inc. (“registrant’’), 1/ has sub- 
mitted an offer of settlement in connection with proposed 
Commission proceedings which are instituted below. Sole- 
ly for the purpose of those proceedings and any other 
proceedings under specified provisions of the Securities, 
Securities Exchange, Investment Advisers and Securities 
Investor Protection Acts, and without admitting or deny- 
ing any allegations of violations, respondent consents to 
certain findings of misconduct and to entry of an order 
suspending him from association with any broker or 

dealer for 60 days. Upon the recommendation of its 

staff, the Commission determined to accept the offer. 


Accordingly, 1T 1S ORDERED that public proceedings 
pursuant to Section 15(b) of the Exchange Act be, and 
they hereby are, instituted against Frank D. Bellucci, III 
incorporating the allegations against him in a pending 
Commission injunctive action. 2/ 


On the basis of the offer of settlement, it is found that, 
during July and August 1971, respondent willfully vio- 
lated Section 17(a) of the Securities Act and Section 10(b) 
of the Exchange Act and Rule 10b-5 thereunder in that, 
while in possession of material, non-public information 
concerning a proposed merger of Computron Corpora- 
tion, 3/ he recommended the purchase of Computron 

stock to customers and purchased it for their accounts. 


In view of the foregoing, it is in the public interest to 
impose the sanction specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that Frank D. Bellucci, 
lll be, and he hereby is, suspended from association with 
any broker or dealer for 60 days, effective as of the 
opening of business on September 16, 1974. 


For the Commission, by the Office of Opinion and Re- 
view, pursuant to delegated authority. 








George A. Fitzsimmons 
Secretary 


1/ Registrant's broker-dealer registration was revoked in 
other administrative proceedings pursuant to an offer of 
settlement. Securities Exchange Act Release No. 10847 

(June 12, 1974), 4 SEC Docket 419. 


2/ SEC v. Marvin S. Bernstein, et al., 73 Civil Action No. 
914 (D. New Jersey). Bellucci has also consented, with- 
out admitting or denying the allegations of the Commis- 
sion’s complaint, to entry of a permanent injunction 
against him in that action. 


3/ About March 1, 1972, Computron merged with sev- 
eral corporations to form Star-Glo Industries, Inc. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18550/September 4, 1974 


In the Matter of 


MONONGAHELA POWER COMPANY 
Fairmont, West Virginia 


THE POTOMAC EDISON COMPANY 
Hagerstown, Maryland 


WEST PENN POWER COMPANY 
Greensburg, Pennsylvania 


(70-5357) 


ORDER AUTHORIZING ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS AND COMMERCIAL PAPER 
DEALERS AND EXCEPTION FROM COMPETITIVE 
BIDDING 


Monongahela Power Company (‘‘Monongahela”’), The 
Potomac Edison Company (“‘PE’’), and West Penn Power 
Company (“West Penn’’), public utility subsidiary com- 
panies of Allegheny Power System, Inc., a registered hold- 
ing company, have filed with this Commission a post- 
effective amendment to the application previously filed 

in this matter, pursuant to Section 6(b) of the Public 
Utility Holding Company Act of 1935 (‘“Act’’) and Rule 
50(a)(5) promulgated thereunder regarding the follow- 
ing proposed transactions. 


By orders dated July 27, 1973 and May 7, 1974 (Hold- 
ing Company Act Release Nos. 18041 and 18404), this 
Commission, among other things, authorized the issue 
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and sale up to $40,000,000 of short-term notes to banks 
and to dealers in commercial paper by PE from time to time 
for the period July 31, 1973 to December 31, 1974. The 
orders also contained a limitation which provided that 

the maximum amount of unsecured debt, including debt 
with a maturity in excess of 10 years, outstanding at any 
one time, shall not exceed 20% of PE’s total capitaliza- 

tion. 


It is now proposed that the maximum amount of PE’s 
short-term notes outstanding at any one time will not, 
when taken together with any commercial paper out- 
standing and any long-term unsecured debt outstanding, 
be in excess of $55,000,000, including any notes which 
may be outstanding pursuant to prior orders of the Com- 
mission. 


The names of banks from which borrowings are proposed 
to be effected and the maximum amount which may be 
outstanding at any one time from each of such banks are 
as follows: 


First National City Bank $ 40,000,000 
Mellon Bank N.A. 30,000,000 
Chemical Bank 30,000,000 
Pittsburgh National Bank 5,000,000 
Manufacturers Hanover Trust Co. 20,000,000 
Chase Manhattan Bank N.A. 5,000,000 
Irving Trust Co. 5,000,000 

$135,000,000 


Each note payable to a bank will be dated as of the date 
of the borrowing which it evidences, will mature not more 
than 270 days after the date of issuance or renewal there- 
of, will bear interest at the prime or comparable inter- 

est rate of the bank from which the borrowing is made, in 
effect at the time of issuance or in effect from time to time, 
and will be prepayable at any time without premium or 
penalty. It is stated that PE maintains balances to meet 
reguiar operating requirements at these banks which vary 
in amount from time to time. If average balances were 
maintained solely to fulfill compensating balance require- 
ments of major banks, approximately 20%, the effective 
interest cost to each of the companies issuing and selling 
the notes on the basis of a prime commercial credit or 
comparable rate of 12% would be 15%. 


The commercial paper will be in the form of promissory 
notes in denominations of not less than $50,000 nor 

more than $5,000,000 and will be of varying maturities, 
with no maturity more than 270 days after the date of 
issue. None will be prepayable prior to maturity. The com- 
mercial paper notes will be sold directly to a dealer or 
dealers in commercial paper, at a discount not in excess 

of the discount rate per annum prevailing at the time of 
issuance for commercial paper of comparable quality and 
of the particular maturity. The dealer or dealers may re- 
offer the commercial paper at a discount rate of 1/8 of 

1% per annum less than the discount rate to PE. No 
commercial paper notes will be issued having a maturity 
of more than 90 days at an effective interest cost which 
exceeds the effective interest cost at which PE is able 

to borrow the same amount from banks at that time. Such 
dealer or dealers will reoffer the commercial paper notes 
to not more than 200 of its or their customers identified 
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and designated in a list for each company (nonpublic) pre- 
pared in advance. It is expected that the commercial paper 
notes will be held by the customers to maturity, but if 
the customers wish to resell prior to maturity, the dealer 
or dealers, pursuant to a verbal repurchase agreement, 

will repurchase the notes and reoffer them to others on 
said list. 


PE requests an exception from the competitive bidding 
requirements of Rule 50 for the proposed issue and sale 
of its commercial paper pursuant to paragraph (a) (5) 
thereof. PE also requests authority to file certificates 
under Rule 24 with respect to the issue and sale of com- 
mercial paper hereafter consummated pursuant to this 
application on a quarterly basis. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said post-effective amendment 
to the application has been given in the manner prescribed 
in Rule 23 promulgated under the Act (Holding Company 
Act Release No. 18525), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application, as amended 
by said post-effective amendment, be granted: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended by said post-effective amendment, be, and it 
hereby is, granted, effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act, except that certificates of notification 
shall be filed as heretofor indicated. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmions 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18551/September 4, 1974 


In the Matter of 


MISSISSIPPI! POWER & LIGHT COMPANY 
Jackso:. Mississippi 


(70-5504) 


ORDER RELEASING JURISDICTION 


By order dated June 10, 1974, in this proceeding (Hold- 
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ing Company Act Release No. 18450), Mississippi Power 
& Light Company (“Mississippi”), an electric utility sub- 
sidiary company of Middle South Utilities, Inc., a regis- 
tered holding company, was authorized to conduct certain 
transactions relating to the financing of pollution control 
facilities. In connection therewith, Warren County, Mis- 
sissippi, is issuing pollution control revenue bonds in an 
aggregate principal amount of $8,575,000. 


In said order of June 10, 1974, jurisdiction was reserved 

with respect to the semi-annual installment payment obli- 
gations to be undertaken by Mississippi pursuant to in- 
stallment sales agreements with Washington County and 
Warren County, Mississippi, insofar as such payments are 
affected by the effective interest rates of the pollution 
control revenue bonds. Such jurisdiction has been released 
to the extent that it related to the agreements with Washing- 
ton County (Holding Company Act Release No. 18472 
(June 25, 1974)). 


Mississippi has filed an amendment in this proceeding in- 
forming the Commission that Warren County has com- 
pleted arrangements with a group of underwriters for the 
sale of its pollution control revenue bonds and that said 
pollution bonds will bear an interest rate resulting in an 
effective cost of money to the County of 8.69% per 
annum. 


Upon the basis of the facts in the record, amended as 
above indicated, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satis- 
fied and that no adverse findings are necessary; and that it 
is appropriate in the public interest and in the interest of 
investors and consumers that the jurisdiction heretofore 
reserved with respect to Mississippi's payment obligations 
as affected by the Warren County bonds be released: 


IT 1S ORDERED that said jurisdiction heretofore reserved 
be, and the same hereby is, released. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18552/September 4, 1974 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
New York, New York 


NATIONAL FUEL GAS DISTRIBUTION CORPORATION 
Buffalo, New York 


NATIONAL FUEL GAS SUPPLY CORPORATION 






































































Oil City, Pennsylvania 


(70-5531) 


ORDER AUTHORIZING ISSUE AND SALE OF COM- 
MERCIAL PAPER AND NOTES TO A BANK BY HOLD- 
ING COMPANY AND ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS AND HOLDING COMPANY 
BY SUBSIDIARY COMPANIES 


National Fuel Gas Company (“National”), a registered 
holding company, and two of its subsidiary companies, 
National Fuel Gas Distribution Corporation (“Distribu- 
tion Corporation”) and National Fuel Gas Supply Cor- 
poration (“Supply Corporation”), have filed an applica- 
tion-declaration and an amendment thereto with this 
Commission pursuant to Sections 6(a), 6(b), 7, 9(a), 
and 10 of the Public Utility Holding Company Act of 
1935 (“Act”) and Rule 50 promulgated thereunder re- 
garding the following proposed transactions. 


National proposes, from time to time through December 
31, 1975, to issue and sell commercial paper and/or 
notes to a bank in the aggregate principal amount at 

any one time outstanding of not more than $17,000,000. 
Such commercial paper will be sold by National directly 
to A. G. Becker & Co., Incorporated (“Becker”), a 

dealer in commercial paper, in denominations of not less 
than $100,000 with varying maturities not to exceed 270 
days and which will not be prepayable prior to maturity. 
No commission will be payable in connection with the 
issuance and sale of the commerical paper; however, 
Becker will reoffer and sell the commercial paper at a 
discount rate of 1/8 of 1% per annum less than the 
prevailing discount rate to the company. Becker, in 
reoffering the commercial paper, will limit the reoffer 
and sale to not more than 200 buyers of commercial paper 
identified and designed in a list (nonpublic) prepared in 
advance. It is anticipated that the commercial paper will 
be held by the buyers to maturity; however, Becker may, 
if desired, repurchase the commercial paper and reoffer 
it to others on said list of buyers. 


It is stated that when the effective interest cost for com- 
mercial paper exceeds the cost of equivalent borrowings 
from The Chase Manhattan Bank, N.A. (‘“Chase’’) on the 
date of issue, National will resort to bank loans. The pro- 
posed unsecured, short-term notes to Chase will each be 
dated as of the date of issue, will mature not later than 
nine months from the date thereof, will be prepayable at 
any time, in whole or in part without penalty or pre- 
mium, and will bear interest at the prime rate of Chase 

in effect from time to time. National has informally 
agreed with Chase to maintain average balances of 20% 
of the average loans outstanding. National asserts, how- 
ever, that the average balances maintained for ncrmal 
operating needs are substantially in excess of this amount. 
If an average balance of 20% were assumed to be a “‘com- 
pensating balance’, the effective cost of money, based on 
a 12% prime rate, would be 15% per annum. There will be 
no commitment fee nor any closing or related costs in 
connection with the company’s bank borrowings. Nation- 
al states tentatively that it proposes to repay its commer- 
cial paper and/or short-term notes to Chase through 
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moneys from internal sources, as well as from financing 
to be done sometime in 1975. 


National intends to use the proceeds from the sale of its 
commercial paper and/or short-term notes to acquire for 
cash $17,000,000 principal amount of short-term unse- 
cured notes proposed to be issued by Distribution Corpor- 
ation. Each such note will be dated the same date and 

bear the same interest rate as the related commercial paper 
and/or short-term note of National. Each such note will 
mautre within nine months from its date of issue, with in- 
terest payable quarterly until the principal amount is paid 
in full. Distribution Corporation will have the option, after 
payment of all notes of prior maturity, held by National to 
prepay any note at any time or from time to time, in 
whole or in part without premium. Distribution Corpora- 
tion proposes to use $10,000,000 of the proceeds from 
the above loans to finance the purchase of synthetic na- 
tural gas and the balance to finance a portion of its 1974 
construction program. Repayment of Distribution Cor- 
poration’s notes used to finance the purchase of synthetic 
natural gas will be made at the end of the winter cycle 
from funds from operations, and repayment of the notes 
used to finance the 1974 construction program will be 
made from the proceeds of a financing planned for 1975. 


Distribution Corporation will purchase gas for under- 
ground storage purposes until such time as Supply Cor- 
poration receives approval of its initial tariff rates from 
the Federal Power Commission (““FPC”). To finance such 
purchases, Distribution Corporation proposes to issue and 
sell, from time to time during 1974, unsecured, short- 
term notes not in excess of $12,000,000 to the following 
banks: 


Marine Midland Bank, 


Buffalo, New York $8,000,000 
First National Bank of Pennsyl- 

vania, Erie, Pennsylvania 2,000,000 
Pennsylvania Bank and Trust 

Company, Warren, Pennsylvania 350,000 
Marine Midland Chautaugua 

National Bank, Jamestown, 

New York 500,000 
Warren National Bank, 

Warren, Pennsylvania 750,000 
Marine National Bank, 

Erie, Pennsylvania 400,000 


$12,000,000 


Each note will be dated as of the date of issue, will mature 
not later than nine months from the respective dates, will 
bear interest at the prime commercial rate of interest in 
effect from time to time at the lending bank, will be pre- 
payable at any time, in whole or in part without penalty 
or premium, and will be repaid within nine months as 

gas is withdrawn from storage and sold. 


Supply Corporation proposes to issue and sell from time 
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to time during 1974 unsecured, short-term notes not in 
excess of $7,000,000 to the following banks in order to 
finance the cost of gas purchased and stored underground 
for current inventory: 


Deposit National Bank, 


DuBois, Pennsylvania $ 500,000 
First Laurel Bank, 

St. Mary’s, Pennsylvania 700,000 
Emporium Trust Company, 

Emporium, Pennsylvania 170,000 
First National Bank of Mercer 

County, Greenville, Penn- 

sylvania 200,000 
McDowell National Bank, 

Sharon, Pennsylvania 850,000 
Northwest Pennsylvania Bank & 

Trust Company, Oil City, 

Pennsylvania 1,500,000 
Pennsylvania Bank & Trust 

Company, Titusville, 

Pennsylvania 1,000,000 
Producers Bank & Trust Com- 

pany, Bradford, Pennsylvania 100,000 
First Seneca Bank & Trust Com- 

pany, Oil City, Pennsylvania _ 1,980,000 

$7,000,000 


Each note will be dated as of the date of issue, will mature 
not later than nine months from the respective dates, will 
bear interest at the prime commercial rate of interest in 
effect from time to time at Chase, will be prepayable at 
any time, in whole or in part without penalty or pre- 
mium, and will be repaid within nine months as gas is 
withdrawn from storage and sold. When Supply Corpor- 
ation receives approval of its initial tariff rates from the 
FPC, it will purchase the gas that was stored by Distribu- 
tion Corporation, as herein described, and will issue ad- 
ditional short-term notes up to an aggregate of $12,000,- 
000 to cover such purchase. 


The sale by National of its proposed commercial paper 
is exempted from the competitive bidding requirements 
of Rule 50 on the grounds that the commercial paper 
will have maturities of nine months or less, that current 
rates for prime borrowers such as National are published 
daily in financial publications, and that it is not practical 
to invite bids for commercial paper. Furthermore, Na- 
tional proposes to file certificates under Rule 24 with 
respect to the proposed short-term borrowings and/or 
commercial paper transactions on a quarterly basis. 


The record is incomplete with respect to National’s pro- 
posed issue and sale of $20,000,000 of debentures and 
the issue and sale by Distribution Corporation and Sup- 
ply Corporation of long-term installment notes aggre- 
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gating $20,000,000 to National, and jurisdiction will be 
reserved thereover. The record has been completed with 
respect to the other proposed transactions. No State com- 
mission and no Federal commission, other than this Com- 
mission, has jurisdiction over the proposed transactions 

as to which the record is complete. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed by Rule 23 promulgated 
under the Act (Holding Company Act Release No. 18526), 
and no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, it is 
hereby found, with respect to the above-described tran- 
sactions as to which the record is complete, that the ap- 
plicable provisions of the Act and rules promulgated there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and in 
the interest of investors and consumers that the amended 
application-declaration in respect of said transactions be 
granted and permitted to become effective: 


IT |S ORDERED, pursuant to the applicable provisions 

of the Act and the rules thereunder, that the application- 
declaration, as amended, be, and it hereby is, granted and 
permitted to become effective forthwith with respect to 
the proposed transactions as to which the record has been 
completed, subject to the terms and conditions prescribed 
in Rule 24 promulgated under the Act, except that the 
time for filing the certificate thereunder is extended as pre- 
viously indicated. 


IT iS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved over the proposed transactions as to 
which the record is not yet complete. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18553/September 5, 1974 


In the Matter of 


DELMARVA POWER & LIGHT COMPANY 
Wilmington, Delaware 


DELMARVA POWER & LIGHT COMPANY OF VIRGINIA 
Salisbury, Maryland 


(70-5535) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
PROMISSORY NOTES BY SUBSIDIARY PUBLIC- 
UTILITY COMPANY AND ACQUISITION AND PLEDGE 
— BY PARENT REGISTERED HOLDING COM- 
ANY 


Delmarva Power & Light Company (“Delmarva”), a regis 
tered holding company and a public-utility company, and 
its subsidiary company, Delmarva Power & Light Com- 
pany of Virginia (“Virginia”), a public-utility company, 
all of whose outstanding securities are owned by Del 
marva, have filed with this Commission an application 
declaration, and an amendment thereto, pursuant to 
Sections 6(b), 9(a), 12(d), and 12(f) of the Public 

Utility Holding Company Act of 1935 (““Act’’) and Rules 
43, 44, and 50(a)(3) promulgated thereunder regarding 
the following proposed transactions. 


From time to time prior to December 31, 1976, Virginia 
proposes to issue and sell to Delmarva for cash its promis- 
sory notes due 30 years from the dat of issuance, in an 
aggregate principal amount not in excess of $2,750,000. 
Delmarva will purchase such notes, when issued, at the 
principal amount thereof plus accrued interest from their 
issuance date. The notes will bear interest of 10.1% per 
annum (such interest rate being based on the cost of the 
last public borrowings of Delmarva), but, at such time 

as Delmarva shall market its next issue of bonds, all notes 
thereafter issued by Virginia shall bear interest equal to 
the cost of money to Delmarva under such bond issue, 
rounded to the nearest higher one-tenth of one percent. 
The notes will be pledged by Delmarva with Chemical 
Bank (formeriy Chemical Bank New York Trust Company), 
Trustee, in accordance with the provisions of the Inden- 
ture cf Mortgage and Deed of Trust of Delmarva to Chem- 
ical Bank, Trustee, dated as of October 1, 1943, relating 
to Delmarva’s first mortgage and collateral trust bonds. 


Virginia will use the proceeds derived from the sale of 
the notes for future capital expenditures and other cor- 
porate purposes. Proposed additions to Virginia’s proper- 
ty and plant are estimated at $1,269,648 for 1974, 
$1,488,927 for 1975, and $2,233,050 for 1976. 


The issuance and sale of promissory notes by Virginia, 
and the acquisition and pledge thereof by Delmarva, are 
subject to the jurisdiction of the State Corporation Com- 
mission of Virginia. A copy of the order of that commis- 
sion has been filed with this Commission. No other State 
commission and no Federal commission, other than this 
Commission, has jurisdiction over the proposed transac- 
tions. 


Due notice of the filing of said application-declaration, as 
amended, has been given in the manner prescribed in Rule 
23 promulgated under the Act (Holding Company Act 
Release No. 18521), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application-declaration, 
as amended, be granted and permitted to become effec- 
tive: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted and 
permitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
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under the Act. 
For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18554/September 5, 1974 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New York, New York 


SYSTEM FUELS, INC. 
New Orleans, Louisiana 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 


MISSISSIPPI POWER & LIGHT COMPANY 
Jackson, Mississippi 


NEW ORLEANS PUBLIC SERVICE INC. 
New Orleans, Louisiana 


(70-5529) 


ORDER AUTHORIZING AGREEMENT WITH NON- 
AFFILIATE REFINERY COMPANY REGARDING 
PREPAYMENTS FOR SUPPLY OF SYSTEM FUEL OIL 


System Fuels, Inc., (““SFI’’), a jointly owned non-utility 
subsidiary of Arkansas Power & Light Company, Louisiana 
Power & Light Company, Mississippi Power & Light Com- 
pany and New Orleans Public Service Inc. (herein collec- 
tively referred to as the ‘‘Operating Companies’’), each 

an electric utility subsidiary company of Middle South 
Utilities, Inc., a registered holding company, have jointly 
filed an application-declaration and amendments thereto 
pursuant to Sections 9(a), 10, 12(b) and 12(f) of the Pub- 
lic Utility Holding Company Act of 1935 (“Act’’) and 
Rule 45 promulgated thereunder regarding the following 
proposed transactions. 


SFI has entered into an agreement (“Oil Agreement’) with 
ECOL Ltd., (“ECOL”) providing for long term purchases 
of fuel oil by SFI from ECOL, commencing upon the 
completion of an oil products refinery (‘Refinery’) 

which is to be constructed, owned and operated by ECOL. 
As more fully described below, the Oil Agreement provides, 
and SFI proposes, that SFI make advance payments to 
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ECOL aggregating not more than $67,500,000 in aid of 
construction and startup of the Refinery. The advances, 
with interest thereon, will be repaid in the form of fuel 
oil to be supplied by ECOL to SFI under the terms and 
conditions of the Oil Agreement. 


Established in 1972, SFI’s chief function is the procure 
ment, storage, transportation, etc. of fuel supplies, includ 
ing fuel oil, for use in the generation of electricity by the 
Middle South System. (See HCAR Nos. 17400 and 18221, 
December 17, 1971 and December 17, 1973, respectively). 
At the present time, about 91% of the System’s total 
electric generating capacity consists of oil-or-gas fired 
plants. Reflecting the increasing difficulties of procuring 
adequate supplies of natural gas, SFI has accelerated its 
program for increasing future fuel oil supplies for the 
System. Although by 1983 the proportion of oil/gas 
plants is expected to decline to about 48% of total Sys- 
tem generating capacity (largely reflecting anticipated 
commensurate additions to nuclear fuel and coal-burning 
capacity) the System’s annual fuel oil requirements are 
expected to increase from an estimated 20.7 million bar- 
rels in 1974 to 40 million barrels in 1979, and to as much 
as 65 million barrels by 1999. The proposed transactions 
are in furtherance of SFI’s fuel oil supply program; and 
the Refinery is expected to supply about 35% of the Sys- 
tem’s fuel oil requirements over the 20 year term of the 
Oil Agreement, i.e., through approximately 1997. 


ECOL is a wholly-owned subsidiary of Energy Corpora- 
tion of Louisiana Ltd., (‘‘Energy. Corp.’’) whose sole 
stockholders are Ingram Corporation (“‘Ingram’’) and 
Northeast Petroleum Corporation (““Northeast’’). North- 
east, in turn, is the wholly-owned principal operating 
subsidiary of Northeast Petroleum Industries, Inc. Ingram 
and Northeast Petroleum Industries (under a former name) 
were organized in 1962. It is stated that SFI has entered 
into the Oil Agreement in reliance upon the expertise of 
Ingram and Northeast in procuring supplies of crude oil, 
financing and operating oil refineries, and transporting 
and marketing petroleum products; and upon their finan- 
cial responsibility and banking connections. No affilia- 
tion exists between Middle South and the aforementioned 
companies. 


The Refinery and Financing 


The Refinery, to be located near Garyville, Louisiana, will 
be designed for a crude oil through-put capacity of 200, 
000 barrels daily. Construction of the Refinery, expected 
to be completed in 1976, will be done primarily by the 
Ralph M. Parsons Company, which is stated to have wide 
experience in that type of construction. EDOL’s initial 
capital is being furnished by Ingram and Northeast by 
equal proportions aggregating $20 million invested in 
common stock equity (100%) of Energy Corp.; the latter, 
in turn, will invest said amount in common equity of 
ECOL. It is stated that as of June 30, 1974, $11,685,223 
had been so invested in and expended by ECOL for ac- 
quisition of the Refinery site and for other pre-construc- 
tion costs; the balance is expected to be invested by 
September 1974. In addition to the equity investment, 
the construction of and working capital for the Refinery 
will be financed by banks up to $235,000,000, and by 
SFI’s proposed prepayment of $67,500,000. 
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Pursuant to a letter of commitment (“Bank Commitment”’) 
dated May 31, 1974 between ECOL and a group of 13 

} banks (‘‘Banks’’) headed by the First National Bank of 
Chicago, ECOL will borrow up to $235,000,000, con- 
sisting of (a) $175 million on Series A notes for construc- 
tion, (b) $15 million on Series B notes in the event of 
cost ‘‘over-runs’”’, as defined, and (c) $45 million on 
Series C notes for working capital necessary for start-up 
and operation of the Refinery. Borrowing against the Ser- 
ies A notes must be preceded by, among other things, (i) 
the $20 million cash equity investment in ECOL and (ii) 
the first advance payment by SFI pursuant to the Oil 
Agreement. The Banks’ commitments to lend will run 
until the earlier of final payment for the Refinery or 
March 31, 1977 in respect of the Series A and Series B 
commitments; and the earlier of two years after start-up 
of the Refinery or December 31, 1978 in respect of the 
Series C commitment. The Banks will charge a commit- 
ment fee of 1% (% of 1% in the case of the Series C) per 
annum on unused portions of the commitments from 
June 1, 1974 to said commitment expiration dates. 


The Series A and B notes will initially mature on the re- 
lated commitment dates, but will thereupon be refunded 
in an aggregate principal amount equal to the then out- 
standing Series A and B notes by the issuance of new 

Series A notes, maturing in 78 approximately equal month- 
ly installments commencing six months after start-up of 
the Refinery or July 1, 1977, whichever is earlier. The 
Series C notes will mature on the earlier of two years after 
start-up of the Refinery or December 31, 1978. The A and 
B notes are optionally prepayable with a 1% penalty if 
prepaid from borrowed funds, except that funds derived 
from sale of pollution control or analogous bonds or from 
prepayments received by ECOL from long-term sales of 
Refinery products may be used to prepay the notes with- 
out penalty. Series A or B notes will not be prepayable 
while any Series C notes are outstanding. 


Notes of all series held by the Banks will bear interest at 
an annual rate of 2% above 117.6% of the prime rate in 
effect from time to time at the First National Bank of 
Chicago, except that the rate on the Series C may be 1% 
less than the foregoing during times when the outstand- 
ingamount of those notes does not exceed a “‘formula 
amount’ determined with reference to ECOL’s inven- 
tories, trade accounts receivable, and cash or equivalent. 
Additional interest will be payable on Series A and B 
notes in accordance with a formula measured by ECOL’s 
“excess cash flow”’ as defined. 


The Bank borrowings will be secured by a first mortgage 
on the Refinery, by a first priority security interest in 
ECOL’s inventory, accounts receivable, etc., and by the 
Banks’ right to require assignment to them of ECOL’s 
rights under contractual agreements including long-term 
product sales agreements. The Bank Commitment (on 
which the ultimate Bank joan agreement will be based) 
also contains convenants requiring, among other things, 
that ECOL maintain not less than certain specified ratios 
of current assets to current liabilities; maintain specified 
net worth positions; and, prior to March 31, 1976, con- 
tract for a crude oil supply averaging not less than 150,- 
000 barrels daily for a period of not less than 5 years. 





The Oil Agreement 


The Oil Agreement provides for the sale by ECOL and 
purchase by SFI, over a period of 20 years, of up to 50,000 
barrels per day of No. 6 fuel oil produced by the Refinery. 
The prices to be paid by SFI will be in accordance with 

a price formula set forth in the agreement, which will re- 
flect, among other things, (a) ECOL’s operating costs in- 
cluding taxes other than income taxes, depreciation (on a 
straight-line 13 year basis) and interest on borrowed funds 
(not including borrowed funds for inventories and re- 
ceivables); (b) ECOL’s total product realization based on 
all products produced at the Refinery multiplied by a 
weighted average posted price of each product; and (c) 

60 cents per barrel of crude oil processed during the bill- 
ing month—provided, that the fuel oil prices paid by SFI 
shall not exceed the price concurrently paid by ECOL’s 
other customers for the same products, less 10 cents per 
barrel. 


SFI’s advances to ECOL, up to the maximum of $67,500.- 
000, will be in the nature of prepayments for fuel oil. 

The advances will be made monthly in amounts (except 
for the first payment) not exceeding 23.4% of ECOL’s 
construction and related expenditures estimated for the 
succeeding month. Each advance will be evidenced by a 
note (“ECOL note”) maturing not later than 1 year after 
issuance, bearing interest at the rate of 15.37% per annum. 
Each ECOL note maturing prior to the start of the second 
contract year will be refunded by a new note equal to the 
principal amount and accured interest, and bearing a simi- 
lar interest rate and maturity, as that of the note refund- 
ed. At commencement of the second contract year the 
aggregate principal amount and accrued interest of all 
ECOL notes then outstanding will be refunded by one new 
ECOL note; bearing interest at 15.37% per annum and pay- 
able in equal monthly instalments for nine years. Such 
payments, which are estimated to begin late in 1977, will 
be made in the forrn of deliveries of fuel oil (‘Product’) 
to SFI under the Oil Agreement. The Product will be 
valued as described above. 


The ECOL note or notes held from time to time by SFI 
will be secured by collateral mortgage on the Refinery, 
subordinate to the rights of ECOL’s senior creditors 

such as the Banks, but having priority over ECOL’s 
general creditors. It is stated that in the event of any de- 
fault by ECOL the Banks have agreed not to enforce their 
senior claims by judicial sale of the mortgaged property 
without first offering SFI the right, but not the obligation, 
to cure the default or to provide for full payment and 
assignment to SFI of all notes held by the Banks. It is 
further stated that except upon the contingency of a de- 
fault by ECOL and the exercise by SFI of its rights, SFI 
will not acquire any interest in the Refinery. 


As sole stockholders of SFI, and to induce ECOL to 
enter into the Oil Agreement, the Operating Companies 
will agree with ECOL that they will severally, in accord- 
ance with their respective shares of ownership of SFI's 
common stock, take any and all action as may be neces- 
sary to place SFI in a position to discharge its obligations 
under the Oil Agreement. It is proposed, in that connec- 
tion, that the funds required by SFI from time to time 
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to make advance payments to ECOL will be supplied pro- 
rata by the Operating Companies. Advances so made by the 
Operating Companies, with interest thereon at 15.37% per 
annum, will be credited to them as prepayments for future 
deliveries of fuel oil. The interest rate of 15.37% attaching 
to both sets of transactions is represented to be the Middle 
South System’s related costs of financing. 


With respect to crude oil supplies for the Refinery, it is 
stated that ECOL has been actively negotiating with Middle 
East producing countries and with Venezuela; that, to 
date, ECOL has received a letter of intent from Sonotrach, 
the Algerian Government oil company, for a supply of 
40,000 barrels per day of crude oil which may be used in 
the Refinery or exchanged for other crude oil; and that 

the exercise of restraint in further contracts for crude oil 
deliveries two years hence is considered prudent in view 

of the rapidly fluctuating crude oil prices and the unsettled 
world political situation with respect to oil. Reference is 
also made to the stipulation in the Bank Commitment, 
heretofore noted, regarding future contractual arrangements 
for crude oil supplies. 


Applicants-declarants request that SFI be authorized, until 
the Refinery is declared operative, to file certificates of 
notification required under Rule 24 on a quarterly basis 

in respect of a description of the advances made by SFI 

to ECOL, loans made by the Banks to ECOL and equity 
investments made in ECOL. 


No State or Federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions. The 
fees and expenses to be incurred in connection with the 
proposed transactions aggregate $53,000. 


Due notice of the filing of said application-declaration as 
amended has been given in the manner prescribed in Rule 
23 promulgated under the Act (Holding Company Act Re- 
lease No. 18528), and no hearing has been requested of 

or ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable stand- 
ards of the Act and the rules thereunder are satisfied and 
that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application-declaration, 
as amended, be granted and permitted to become effec- 
tive: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted and 
permitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act, except that notifications required under 
said rule may be filed on a quarterly basis. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8481/September 4, 1974 


In the Matter of 


KEMPER INCOME AND CAPITAL PRESERVATION 
FUND, INC. 


SUPERVISED INVESTORS INCOME FUND, INC. 

SUPERVISED INVESTORS GROWTH FUND, INC. 
SUPERVISED INVESTORS SUMMIT FUND, INC. 

TECHNOLOGY FUND, INC. 


SUPERVISED INVESTORS SERVICES, INC. 
120 South La Salle Street 
Chicago, Illinois 60603 


(812-3666) 


NOTICE OF FILING OF APPLICATION PURSUANT 

TO SECTION 6(c) OF THE ACT FOR AN ORDER OF 
EXEMPTION FROM THE PROVISIONS OF SECTION 
22(d) OF THE ACT AND RULE 22d-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Kemper Income and 
Capital Preservation Fund, Inc. (““KICPF’’), Supervised 
Investors Income Fund, Inc. (“SIIF’’), Supervised In- 
vestors Growth Fund, Inc. (“Growth Fund”’), Supervised 
Investors Summit Fund, Inc. (“Summit Fund”), and 
Technology Fund, Inc. (“Technology Fund”) (collective- 
ly referred to as “Funds”’), open-end, diversified, manage- 
ment investment companies registered under the Invest- 
ment Company Act of 1940 (the “‘Act’’), and Supervised 
Investors Services, Inc. (“SIS‘’), a wholly-owned subsidi- 
ary of Kemper Corporation and the investment adviser 
and principal underwriter of each of the Funds (collec- 
tively referred to with Funds as ‘‘Applicants’’), have 
filed an application pursuant to Section 6(c) of the Act 
for an order exempting Applicants from Section 22(d) 
of the Act and Rule 22d-1 thereunder to the extent spec- 
ified therein. All interested persons are referred to the 
application on file with the Commission for a statement 
of the representations therein, which are summarized 
below. 


Section 22(d) of the Act provides, in pertinent part, that 
no registered investment company or principal under- 
writer shall sell any redeemable security to any person 
except at a current public offering price described in the 
prospectus. Shares of each of the Funds are currently 
offered to the public at a price based on net asset value 
plus a sales charge that varies with the quantity of securi- 
ties purchased. 


The investment objective of KICPF is to provide its share- 
holders with as high a level of current income as is con- 
sistent with prudent investment management, preservation 
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of capital, and ready marketability of its portfolio. The 
investment objective of SIIF is to obtain the highest pos- 
sible income that is consistent with reasonable risk. KICPF 
and SIIF distribute all their net investment income to 
shareholders in the form of quarterly dividends. Share- 
holders automatically receive all income dividends in 
additional shares of KICPF or SIIF at net asset value 
except that, upon written notice to the Transfer Agent, 
shareholders may elect to receive income dividends in 

cash. 


Applicants propose to offer to shareholders of KICPF and 
SIIF the option of having their income dividends auto- 
matically reinvested at net asset value in shares of Growth 
Fund, Summit Fund or Technology Fund. For purposes 
of such reinvestment, the net asset value of the fund se- 
iected by a shareholder wil! be determined on the KICPF 
or SIIF dividend payment date. No sales commissions will 
be received by SIS or any sales representative on such re- 
investments. All costs, if any, will be borne by SIS. 


The investment objective of both Growth Fund and Summit 
Fund is capital appreciation. Current income is not a sig- 
nificant factor in portfolio selection. The investment ob- 
jective of Technology Fund is growth of capital and of 
income through investment in technologically oriented 
companies. 


Applicants state that the proposed reinvestment option is 
designed to give shareholders of KICPF and SIS an oppor- 
tunity to build capital by investing their income dividends, 
at no sales charge, in a fund emphasizing capital growth 

as a primary objective while seeking preservation of capital 
ina fund emphasizing income as a primary objective. The 
proposed reinvestment option would be available to all 
present and future shareholders of KICPF and SIIF and 
would not be applied on a discriminatory basis. 


Applicants assert that the proposed reinvestment could 

be accomplished indirectly, without an exemption from 
Section 22(d) of the Act, pursuant to an offer of exchange 
permitted by Section 11 of the Act. Each of the Funds of- 
fers its shareholders the privilege of exchanging, at net 
asset value, all or a portion of their holdings for shares in 
one of the other Funds for a service charge of $5. Thus, 
aKICPF or SIIF shareholder can reinvest his income divi- 
dends in additional shares of KICPF or SIIF and exchange 
such shares at net asset value for shares of any of the 

other Funds. 


Applicants state that any written offer under the proposed 
reinvestment option will be made by means of a statutory 
prospectus of the Fund into which the dividends would 

be reinvested. A shareholder will be permitted to cancel 
the reinvestment arrangement at any time upon written 
notice to the Fund’s transfer agent. 


Section 6(c) of the Act provides, in pertinent part, that 
the Commission may conditionally or unconditionally 
exempt any person or transaction from any provision of 
the Act if such exemption is necessary or appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 30, 1974, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the na- 
ture of his interest, the reasons for such request, and the 
issues, if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon Applicants at the address 
stated above. Proof of such service (by affidavit, or, in 
the case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As provided 
by Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application will 
be issued as of course following September 30, 1974, un 
less the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. Persons 
who request a hearing, or advise as to whether a heari 

is ordered, will receive any notices and orders issued ii 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment Man 


agement Regulation, pursuant to delegated aut! 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8482/September 5, 1974 


In the Matter of 


TUDOR CAPITAL FUND 
120 Broadway 
New York, New York 10005 


(811-1927) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On August 2, 1974, a notice was issued (Investment Com- 
pany Act Release No. 8446) that Tudor Capital Fund 
(“Tudor”), registered under the Investment Company 
Act of 1940 (the ““Act”’) as a diversified, closed-end, 
management investment company, had filed an applica- 
tion pursuant to Section 8(f) of the Act for an order of 
the Commission declaring that Tudor has ceased to be 

an investment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
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application might be issued upon the basis of the informa- 
tion stated therein unless a hearing should be ordered. No 
request for a hearing has been filed and the Commission 
has not ordered a hearing. 


The matter has been considered and it is found that Tudor 
has ceased to be an investment company. Accordingly, 


IT iS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Tudor Capital Fund under the 
Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8483/September 5, 1974 


In the Matter of 


MANHATTAN FUND, INC. 

TMR APPRECIATION FUND, INC. 
245 Park Avenue 

New York, New York 10017 


(812-3650) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING A PROPOSED TRANSACTION FROM 
SECTION 17(a) OF THE ACT 


Manhattan Fund, Inc. (‘Manhattan’) and TMR Apprecia- 
tion Fund, Inc. (‘“Appreciation’’), open-end, diversified, 
management investment companies registered under the 
Investment Company Act of 1940 (the ““Act’’), have filed 
an application pursuant to Section 17(b) of the Act for an 
order of the Commission exempting from the provisions of 
Section 17(a) of the Act the proposed merger of Apprecia- 
tion into Manhattan. 


On August 2, 1974, a notice (Investment Company Act Re- 
lease No. 8447) was issued of the filing of said application. 
The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued on the basis of the information 
stated therein unless a hearing should be ordered. No request 
for a hearing has been file“ and the Commission has not 
ordered a hearing. 


The matter has been considereu and it is found that the 
terms of the proposed transaction, including the considera- 
tion to be paid or received, are reasonable and fair and do 
not involve overreaching on the part of any person con- 
cerned and that the proposed transaction is consistent 
with the policies of Manhattan and Appreciation and with 
the general purposes of the Act. Accordingly, 
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IT IS ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed transaction be, and hereby is, ex- 
empted from the provisions of Section 17(a) of the Act. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8484/September 5, 1974 


In the Matter of 

IDS BOND FUND, INC. 

1000 Roanoke Building 

Minneapolis, Minnesota 55402 

(812-3688) 

NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR EXEMPTION FROM 
SECTION 2(a)(19) 


NOTICE IS HEREBY GIVEN that IDS Bond Fund, Inc. 


(“Applicant’’), an open-end diversified management invest- 


ment company registered under the Investment Company 
Act of 1940 (‘‘Act’’), has filed an application for an order 
of the Commission pursuant to Section 6(c) of the Act de- 
claring that Dr. Paul McCracken (““McCracken”’), a direc- 
tor of Applicant, shall not be deemed an “interested per- 
son” of the Applicant or Investors Diversified Services, 
Inc. (“IDS’’), the principal underwriter of the Appli- 
cant’s shares, within the meaning of Section 2(a)(19) of 
the Act solely by reason of his status as a director of 
Lincoln National Corporation (‘‘Lincoln’’). All inter- 
ested persons are referred to the application on file with 
the Commission for a statement of the representations 
made therein, which are summarized below. 


Investment Company Act Release No. 8386 contained 
an order granting an exemption to Investors Mutual, 
Inc., Investors Stock Fund, Inc., Investors Selective 
Fund, Inc., Investors Variable Payment Fund, Inc. and 
IDS Growth Fund, Inc. pursuant to Section 6(c) of the 
Act declaring that McCracken, director of the said funds, 
shall not be deemed an “‘interested person” of said funds 
or IDS. Applicant, a newly formed fund, related to said 
funds by reason of common management by IDS, re- 
quests the same exemption granted above. 


McCracken, a member of Applicant's board of directors, 
is also a director of Lincoln. Lincoln National Life In- 
surance Company and Lincoln National Investment 
Management Company, wholly-owned subsidiaries of 
Lincoln, and LCN Equity Sales Corporation, a wholly- 
owned subsidiary of Lincoln National Sales Corporation, 
a wholly-owned subsidiary of Lincoln, are registered 
broker-dealers under the Securities Exchange Act of 
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1934 (“Exchange Act”). The broker-dealers do not con- 
duct a general broker-dealer business but are registered 
as broker-dealers to sell mutual fund shares and variable 
annuities and to provide brokerage services for the Lin- 
coln complex of companies. 


Section 10(a) of the Act prohibits each registered invest- 
ment company from having a board of directors more 
than 60% of the members of which are interested persons 
of such company. Section 10(b) of the Act requires 

such company to have a majority of directors which are 
not interested persons of the principal underwriter which 
in this case is IDS. The application has been submitted to 
prevent non-compliance with Section 10(a) and 10(b). 


Section 2(a)(19) of the Act, in pertinent part, defines 
an “interested person” of an investment company to 

include any broker or dealer registered under the Ex- 

change Act or any affiliated person of such broker 

or dealer. 


Section 2(a)(3) of the Act includes in the definition of an 
“affiliated person” of another person, any person direct- 
ly or indirectly controlling, controlled by or under com- 
mon control with such other person. 


McCracken, as a member of the board of directors of 
Lincoln, and thus an affiliate of Lincoln’s wholly-owned 
broker-dealer subsidiaries, may be deemed an “interested 
person” of Applicant. 


Section 6(c) of the Act provides that the Commission may 
conditionally or unconditionally exempt any person from 
any provision of the Act if and to the extent that such 
exemption is necessary or appropriate in the public in- 
terest and consistent with the protection of investors 

and the purposes fairly intended by the policy and pro- 
visions of the Act. 


Applicant represents that McCracken is not an officer or 
director of any of the broker-dealers and has no personal 
interest in their operation. Applicant further states that 
McCracken is a professor of business administration at 
the University of Michigan and that he receives no remuner- 
ation from Lincoln or the broker-dealers except his fees 
as a director of Lincoln which comprise an insignificant 
portion of his total income. Further, Applicant repre- 
sents and warrants that so long as McCracken remains a 
director of Lincoln and Applicant, it will not effect 
brokerage transactions with any of the broker-dealers 
specified in the application or any other broker-dealer 
subsidiary of Lincoln. 


Applicant represents that McCracken’s independence in 
acting on behalf of Applicant is in no way impaired 
merely because of his affiliation with Lincoln and that 
the requested exemption is therefore consistent with the 
provisions of Section 6(c) of the Act. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than 5:30 p.m., on October 1, 1974, 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as to 
the issues, if any, of fact or law proposed to be contro- 
verted, or he may request that he be notified if the 


Commission should order a hearing thereon. Any such 
communication should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D.C. 20549. 
A copy of such request shall be served personally or by 
mail (air mail. if the person being served is located more 
than 500 miles from the point of mailing) upon Appli- 
cant at the address stated above. Proof of such service 
(by affidavit or in the case of an attorney-at-law by 
certificate) shall be filed contemporaneously with the 
request. At any time after said date, as provided by Rule 
0-5 of the Rules and Regulations promulgated under the 
Act, an order disposing of the application herein will be 
issued as of course following said date unless the Com- 
mission thereafter orders a hearing upon request or 

upon the Commission’s own motion. Persons who request 
a hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8485/September 5, 1974 


In the Matter of 


PUTNAM INVESTORS FUND, INC. 
206 Franklin Street 
Boston, Massachusetts 02110 


(812-3672) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR AN ORDER OF 
EXEMPTION FROM SECTION 22(d) OF THE ACT 
AND RULE 22c-1 THEREUNDER 


NOTICE !S HEREBY GIVEN that Putnam Investors 
Fund, Inc. (““Applicant’’), registered under the Invest- 
ment Company Act of 1940 (“Act’’) as an open-end 
diversified management investment company, has filed 
an application pursuant to Section 6(c) of the Act for 
an order of the Commission exempting from the provi- 
sions of Section 22(d) of the Act and Rule 22c-1 there- 
under the issuance of Applicant’s redeemable securities 
at a price which differs from the current public offer- 
ing price described in Applicant’s prospectus and which 
will not be based on the current net asset value of such 
securities next computed after the transaction, in ex- 
change for substantially all the assets of The Dominick 
Fund, Inc., (‘Seller’) registered under the Act as a 
closed-end diversified management investment company. 
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All interested persons are referred to the application on 
file with the Commission for a statement of the represen- 
tations contained therein which are summarized below. 


Applicant has been informed by Seller that all of Seller’s 
assets consist of securities and cash. Pursuant to an agree- 
ment between Applicant and Seller, Seller will transfer 
all of its cash and securities, subject to Seller’s retention 
of assets sufficient to pay its liabilities and expenses (such 
assets will not exceed $50,000), fo Applicant in exchange 
for Applicant’s redeemable shares. The number of shares 
of Applicant to be issued is to be determined by divid- 
ing the aggregate market value of the assets of Seller to 
be transferred to Applicant by the net asset value per 
share of Applicant, both to be determined as of the val- 
uation time, as defined in the agreement, which shall be 
as of the close of business on the first full business day 
prior to the actual issue of the shares. Subsequently, 

but not later than December 31, 1975, Applicant may 
receive from time to time any cash then held by Seller 
not needed to pay its liabilities, for which Applicant 

will issue to Seller additional shares of Applicant at their 
then net asset value, such net asset value to be computed 
as of the close of business on that day on which such 
cash and notice of such additional purchase is received 
by Applicant. 


Applicant will not assume any liabilities of the Seller 

in connection with the acquisition and subsequent dis- 
solution of the Seller or otherwise except that Applicant 
will assume the expenses of the Seller incurred in connec- 
tion with the acquisition and dissolution which, when 
added to Applicant's similar expenses incurred in con- 
nection with the acquisition, do not exceed $100,000. 
The Putnam Management Company, Inc., (“Putnam 
Management”) investment adviser to Applicant has 
agreed to reimburse Applicant for any expenses which 

it incurs in connectjon with the acquisition, including 


those expenses of the Seller which Applicant has assumed. 


Putnam Management will not, however, reimburse Appli- 
cant for those expenses which Applicant normally incurs 
in connection with the issuance and sale of its shares, 
such as the cost of registering additional shares with the 
Securities and Exchange Commission or the cost of 
setting up new shareholder accounts. 


As of May 31, 1974, Applicant’s and Seller’s total net 
assets (including cash and cash equivalents) amounted to 
approximately $425,000,000 and $44,000,000, respec- 
tively. On that date, Applicant had net unrealized 
appreciation on investments of $54,721,477, and Seller 
had net unrealized depreciation on investments of 
$2,794,572. For the five-month period ended May 31, 
1974, Applicant had realized losses on investments of 
$2,656,663, and Seller had realized losses on invest- 
ments of $258,535. No tax adjustment will be made 

to reflect the differences in realized and unrealized 
appreciation and depreciation of Applicant and Seller. 
Applicant represents that no adjustment is warranted 
under the particular facts and circumstances of this 
transaction for the following reasons: 


(1) An adjustment, if made, would be made to compen- 


sate Seller’s shareholders for assuming the tax liability 
that would attach to Applicant's unrealized appreciation 
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were it realized. In fact, there is no assurance that such 
appreciation will be realized. Between December 31, 1973 
and June 30, 1974 Applicant's unrealized appreciation 
dropped from $105,700,000 to $47,500,000. Even if it 
at some time in the future Applicant does realize some 
of this appreciation, it is entirely possible that it will have 


its own depreciation to use as an offset against such appre- 


ciation. Therefore, any liability incurred by Seller's share- 
holders is largely theoretical and to attempt to place a 
precise value on this liability would be unduly specula- 
tive. 


(2) Applicant asserts that any adjustment made would 
not accurately reflect the tax position of individual share- 
holders. It would appear to be inequitable for Seller’s 
shareholders to receive additional shares of Applicant 

as compensation for the possibility that they will later 
face a tax liability for appreciation now unrealized when 
such shareholders can immediately redeem their shares 
for a net asset value which is not adjusted to reflect this 
possibility. Furthermore, the relative tax liabilities of 
such redeeming shareholders will depend upon their 
bases in the shares whether or not their redemption 
prices include unrealized appreciation. 


(3) Rule 22c-1 under the Act requires an open-end in- 
vestment company to sell and redeem its securities at the 
current net asset value. The Act makes no provision for 
adjusting net asset value to reflect an investment com- 
pany’s unrealized appreciation or depreciation. To make 
such an adjustment in this case would give Seller’s share- 
holders favored treatment not afforded to the general 
public. 


(4) It would violate Applicant’s Articles of Organiza- 
tion for Applicant to issue its shares at less than their 
net asset value. 


Seller has informed Applicant that as soon as practicable 
after the consummation of the transaction, Seller will 
distribute the shares of Applicant acquired in the tran- 
saction to its stockholders upon receipt from such stock- 
holders of their shares of Seller’s capital stock. 


There is no affiliation or relationship between the offi- 
cers and the directors of Applicant and the officers and 
directors of Seller or between Applicant or Putnam 
Management and Seller. The application states that the 
proposed transaction is a result of arm’s-length nego- 
tiations. 


Section 22(d) of the Act, in pertinent part, prohibits a 
registered investment company from selling any redeem- 
able security issued by it to any person except to or 
through a principal underwriter for distribution or at a 
current public offering price as described in the prospec- 
tus. The public offering price of Applicant's shares is 
net asset value plus varying sales charges depending upon 
the amount purchased and owned. 


Applicant asserts that consummation of the proposed 
transaction whereby its shares will be issued as described 
above at a price which differs from the current offering 
price described in its prospectus will be of benefit to 
the shareholders of both Applicant and Seller and, 





! 














ther 
toS 
and 
purf 
App 
port 
whic 
tent 
vide 
cons 
sell 1 
othe 
repre 
sitio 
expe 


Rule 
vestr 
ties ¢ 
of su 
the | 
the ¢ 
abov 
preci 
sions 
there 
Rule 


Secti 
orde 
ally « 
of th 
to th 
prita 
tecti 
and | 


NOT 
son | 
subr 
ing o 
natu 
issue 
or he 
shou 
shou 
Com 
requi 
the p 
from 
state 
of an 
temp 
of th 
an or 
cours 
after 
tion. 
a hea 
in thi 
ed) a 


For t 
agem 

















therefore, that an exemption from Section 22(d) pursuant 
to Section 6(c) would be appropriate in the public interest 
and consistent with the protection of investors and the 
purposes intended by the policy and provisions of the Act. 
Applicant anticipates that a substantial portion of the 
portfolio securities acquired from Seller will be securities 
which will be retained by Applicant. It is Applicant’s in- 
tention to hold at least 75% of the acquired securities pro- 
vided, however, that Applicant reserves the same freedom, 
consistent with its investment objective, to retain and/or 
sell the acquired securities as it has with respect to any 
other securities which it holds for investment. Applicant 
represents that its shareholders will benefit from the acqui- 
sition of a portfolio of securities on which the brokerage 
expenses have already been paid. 


Rule 22c-1 provides, in pertinent part, that a registered in- 
vestment company may not issue its redeemable securi- 
ties except at a price based on the current net asset value 
of such securities, computed as of the close of trading on 
the New York Stock Exchange next following receipt of 
the order to purchase the securities. Because, as indicated 
above, the valuation date for the proposed transaction will 
precede the closing date by one business day, the provi- 
sions of Rule 22c-1 may be deemed to be contravened, and, 
therefore, Applicant has requested an exemption from 
Rule 22c-1. 


Section 6(c) of the Act provides that the Commission, by 
order upon application, may conditionally or uncondition- 
ally exempt any person from any provision or provisions 
of the Act or of any rule or regulation thereunder if and 
. to the extent that such exemption is necessary or appro- 
S pritate in the public interest and consistent with the pro- 
tection of investors and the purposes intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested per- 

son may, not later than September 25, 1974, at 5:30 p.m., 
submit to the Commission in writing a request for a hear- 
ing on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request and the 
issues, if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
should order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail (air mail if 

the person being served is located more than 590 miles 
from the point of mailing) upon Applicant at the address 
stated above. Proof of such service (by affidavit, or in case 
of an attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided in Rule 0-5 
of the Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued as of 
course following said date unless the Commission there- 
after orders a hearing upon request or upon its own mo- 
tion. Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices or orders issued 
in this matter, including the date of the hearing (if order- 
ed) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 






























































George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8486/September 6, 1974 


in the Matter of 


THE CAMBRIDGE FUND, INC. 
67 Wall Street 
New York, New York 10005 


NCD FINANCIAL CORPORATION, INC. 
900 Wilshire Bivd. 
Los Angeles, California 90017 


TWEEDY, BROWNE, & KNAPP 
67 Wall Street 
New York, New York 10005 


and 


MR. ROBERT WALLER 
1230 South Oakland Street 
Pasadena, California 91106 


(812-3657) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED TRANSACTIONS FROM 

THE PROVISIONS OF SECTION 17(a) OF THE ACT AND 
PURSUANT TO SECTION 17(d) OF THE ACT AND 
RULE 17d-1 THEREUNDER PERMITTING PROPOSED 
TRANSACTIONS 


On August 5, 1974, the Commission issued a notice (In- 
vestment Company Act Release No. 8448) of the filing of 
an application by The Cambridge Fund, Inc. (““Fund”’), a 
closed-end, non-diversified management investment com- 
pany registered under the Investment Company Act of 
1940 (““Act’’), NCD Financial Corporation, Inc. (““NCD”’), 
a California corporation, Tweedy, Browne & Knapp 
(“TBK”), a New York limited partnership and a broker- 
dealer registered under the Securities Exchange Act of 
1934, and Mr. Robert Waller (hereinafter collectively refer- 
red to as ““Applicants’’) for an order, pursuant to Section 
17(b) of the Act, exempting a proposed sale by Fund of 
certain of its portfolio securities to Mr. Waller and NCD 
from the provisions of Section 17(a) and, pursuant to Sec- 
tion 17(d) of the Act and Rule 17d-1 thereunder, permit- 
ting such sale. Although certain other agreements and tran- 
sactions among certain of the Applicants were disclosed in 
the application and described in the Commission’s notice, 
no relief with respect to such agreements and transactions 
was sought by the application, and they are not the subject 
of this order. The notice gave interested persons an oppor 
tunity to request a hearing and stated that an order dispos- 
ing of the application might be issued upon the basis of the 
information stated therein unless a hearing should be 
ordered. On August 30, 1974, the Commission received a 
request from Mrs. Mary Ann Abella for a hearing in this 
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matter. On September 3, 1974, the Commission received a 
request from Mr. John Winter. Thereafter, the Commission 
received a response from counsel to Mrs. Abella’s request. 


On August 22 and 28, 1974, counsel for Applicants ad- 
vised the Commission that the following changes should be 
made in the application: (1) that the total number of 
shares of common stock of Consolidated Accessories Corp. 
owned by Fund and which are to be sold by Fund to Mr. 
Waller and NCD is 3,968 shares instead of 8,358 shares and 
that the total value of these 3,968 shares is $18,848.00 in- 
stead of $29,700.50; (2) that Fund will receive a total of 
$16,967.50, instead of $24,650.00, more than it would 
have received had it been able to sell these portfolio secur- 
ities at their market prices on April 15; (3) that the per- 
centage of the total outstanding shares of common stock of 
Consolidated Accessories Corp. owned by Fund is less than 
1% instead of 1.58%; (4) that the total number of shares 
of common stock of Datatab, Inc. to be sold by Fund to 
Mr. Waller is 8,250 shares instead of 8,240 shares; and (5) 
TBK owned 177,557 shares of common stock of Fund on 
the date of the filing of the application instead of 166,257 
shares. 


After consideration of the two requests for a hearing and 
the responses thereto, it does not appear to the Commission 
that a hearing on the application is necessary or appropri- 
ate in the public interest or for the protection of investors. 
The Commission has considered the application and finds, 
on the basis of the information contained in the applica- 
tion, that the terms of the proposed sale by Fund to Mr. 
Waller and NCD are reasonable and fair and do not involve 
overreaching on the part of any person concerned and are 
consistent with the policy of Fund and with the general 
purposes of the Act. The Commission further finds that the 


participation of Fund in such sale is consistent with the pro- 


visions, policies and purposes of the Act and is not on a 
basis less advantageous than that of the other participants. 
Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 17(b) of 
the Act, that the proposed sale as set forth in the applica- 
tion, be, and hereby is, exempted from the provisions of 
Section 17(a) of the Act, effective forthwith; and that, pur- 
suant to Section 17(d) of the Act and Rule 17d-1 there- 
under, the application to permit the proposed sale be, and 
hereby is, granted, effective forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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UNITED STATES v. ROBERT DALE JOHNSON 
(USDC, E.D. Va. Alex. Div., Criminal No. 216-74) 





] Lit 





Brian P. Gettings, United States Attorney for the Eastern 















District of Virginia and William R. Schief, Administrator SE 
of the Washington Regional Office of the Securities and Ex- Sot 
change Commission, announced that on August 26, 1974, ; 
before the Honorable Albert V. Bryan, Jr., United States wil 
District Court Judge for the Eastern District of Virginia, al ( 
Alexandria Division, Robert Dale Johnson pleaded guilty to ann 
a criminal information involving one count of securities S. 
fraud and one count of mail fraud in connection with the nan 
offer and sale of unregistered securities involving the pur- Ric 
chase and sale of industrial wine. = 
e 
Federal Judge Bryan scheduled September 27, 1974, for Clo 
sentencing of Johnson. “ 
aidi 
For further information see Litigation Release No. 6399 curl 
and 6435. 10 
The 
ants 
Litigation Release No. 6500/September 3, 1974 
MAURICE TIMOTHY SULLIVAN INDICTED inve 
resu 
Floyd H. Gilbert, Administrator of the Boston Regional Of- Com 
fice of the Securities and Exchange Commission and the Th 
Honorable James N. Gabriel, United States Attorney for the _ 
District of Massachusetts, today announced that a Federal 7 
Grand Jury in Boston, Massachusetts returned an eight enge 
count indictment against Maurice Timothy Sullivan, former- } roe 
ly of Boston. othe 
Sullivan, former head of M. Timothy Sullivan a registered Pi 
broker-dealer, was indicted on four counts charging the mak- Bi 
ing of false and misleading statements in reports filed with 
the Commission and four counts of violations of the anti- 
fraud rules in connection with the purchase and sale of se- Liti 
curities for customers. ‘ 
. s : SEC 
Sullivan entered a not guilty plea upon arraingment. TIO 
(W.L 
ee Jack 
Litigation Release No. 6501/September 3, 1974 | See, 
ced 1 
SAUL H. CUTTER INDICTED com) 
ern [ 
Floyd H. Gilbert, Administrator of the Boston Regional Of | , per 
fice of the Securities and Exchange Commission and the Film 
Honorable James N. Gabriel, United States Attorney for the Hauy 





District of Massachusetts, today announced that a Federal | join: 
Grand Jury in Boston, Massachusetts returned a six count 


laws, 
indictment against Saul H. Cutter of Newton, Massachusetts 

The ¢ 
Cutter, former head of Cutter & Co. a registered broker- the p 


dealer, was indicted on three counts charging the making of | giste 
false and misleading statements in a report filed with the agree 
Commission and three counts of violations of the anti-fraud | tajng 
rules in connection with the purchase and sale of securities | perf, 
for customers. Pecte 








Cutter entered a not guilty plea upon arraignment. 





































Litigation Release No. 6502/September 3, 1974 


SEC v. CAPITAL GROWTH COMPANY, S.A., et al. 
Southern District of New York 


William D. Moran, Administrator of the New York Region- 
al Office of the Securities and Exchange Commission, today 
announced that the Commission filed a complaint in the U. 
S. District Court for the Southern District of New York, 
naming as defendants Capital Growth Company, S.A. (Costa 
Rica), Capital Growth Company, S.A. (Panama), New Provi- 
dence Securities, Ltd., S.A., Sheffield Advisory Company, 
Sheffield Advisory Company, S.A., EHG Enterprises, Inc., 
Clovis W. McAlpin, Sanford C. Shultes, Ariel E. Gutierrez 
and Enrique H. Gutierrez, charging them with violating and 
aiding and abetting violations of Section 10(b) of the Se- 
curities Exchange Act of 1934 (’’xchange Act’’), and Rule 
10b-5 thereunder. 


The complaint alleges that McAlpin and the other defend- 
ants have engaged and are engaging in a scheme to defraud 
the shareholders of Capital Growth Company, an offshore 
mutual fund, through a series of self-dealing transactions 
involving extensive utilization of the jurisdictional means 
resulting in the depletion of the assets of Capital Growth 
"1 Company. 


The Commission is seeking preliminary and permanent in- 
junctions against all of the defendants enjoining them from 
engaging in further acts, practices and courses of conduct 

.. | inviolation of Section 10(b) of the Exchange Act and Rule 
~ @ 10b-5 thereunder, the appointment of a receiver, among 
other things, to seek disgorgement of all misappropriated 
monies, securities and assets, and pending the hearing for 
m the preliminary relief sought, a temporary restraining order. 


e 








Litigation Release No. 6503/September 4, 1974 


SEC v. INTERNATIONAL TELEVISION FILM PRODUC- 
TIONS, INC., et al. 
(W.D. Wash., Civil Action File No. C74-129T) 


Jack H. Bookey, Administrator of the Seattle Regional Of- 
fice of the Securities and Exchange Commission, announ- 

ced today that on August 29, 1974 the Commission filed a 
complaint in the United States District Court for the West- 
ern District of Washington at Tacoma, Washington seeking 








OF} a permanent injunction against International Television 
Film Productions, Inc., Donald C. Como and Richard W. 

the Haupt Il of the Los Angeles, California area, seeking to en- 

al join them from further violations of the federal securities 

it laws. 

etts 


| The complaint alleges that the defendants raised funds for 
the production of television films through the sale of unre- 
90! |  gistered limited partnership interests and profit sharing 
e agreements, while using printed sales literature which con- 
au tained misleading information about the company’s past 
ules | performance, financial condition, and the profits to be ex- 
pected from the production of the television films. 












Litigation Release No. 6504/September 5, 1974 
UNITED STATES v. J&B INDUSTRIES, INC., et al. 


Floyd H. Gilbert, Regional Administrator of the Boston 
Regional Office of the United States Securities and Ex- 
change Commission, today announced the filing in the U.S. 
District Court for the District of Massachusetts of a Com- 
plaint alleging violations of the registration and anti-fraud 
provisions of the Securities Act of 1933 and the Securities 
Exchange Act of 1934 against various corporate and indi- 
vidual defendants located in the Commonwealth of Massa- 
chusetts, State of Rhode Island and the Dominion of Can- 
ada. 


Named as defendants were J&B Industries, Inc. and AIM 
Investment Management Company, both of Massachusetts, 
American Industrial Research Corporation, of Montreal, 
Quebec, Canada, and H&R Industries, Inc. of Cranston, 
Rhode Island. 


Named as individual defendants were James M. Barrett 
Hollie R. Green, Kevin P. Mahoney, and Ronald Jarvis, al! 
of Massachusetts, Michael J. Hart and Didace Girard, the 
former presently resides at 8 Chartwell Street, London, Eng- 
land, and the latter in Montreal, Quebec, Canada 


The Complaint, which was filed in behalf of the Commis- 
sion hy Willis H. Riccio, Chief Counsel, and Duane E. Sams, 
Attorney of the Boston Regional Office, alleges that the 
corporate defendants aided and abetted by the individual 
defendants offered and sold what'were characterized as land 
rights but were in fact securities in the form of investment 
contracts to numerous residents in the Commonwealth of 
Massachusetts, the States of Rhode Island, New York, Wis- 
consin, Washington, D.C., Connecticut, Virginia, Maryland, 
Ohio, Indiana, North Carolina, Texas, Illinois, and Califor- 
nia. The Affidavit, in support of the Commission’s Com- 
plaint, alleges that from $2,000,000 to $5,000,000 raised 
from the sale of these land rights. 


According to the Complaint, the land was ostensibly owned 
by American Investment Research Corporation and was to 
be resold as industrial land to a European industrial develop- 
er. Investors were sold various amounts of the land with an 
alleged resale provision including a specified percentage of 
profit. Investors were also ostensibly given the opportunity 
to rescind the transaction. 


The Commission’s Complaint alleged that the interests in 
question were investment contracts within the meaning of 
the Securities Act of 1933 and as such were required to be 
registered pursuant to the provisions of the statute. The 
Complaint goes on to state that no egistration statement 
was ever filed with the Commission. Additionally, the Com- 
plaint alleges that the anti-fraud provision of the Securities 
Act were violated in that the defendants employed devices, 
schemes, and artifices to defraud, omitted to state material 
facts, and misrepresented facts with respect to the invest- 
ment. The Complaint alleges that the refund provisions of 
the investment were misrepresented and that numerous in- 
vestors were unable to obtain refunds when requested. The 
Complaint also alleges that the resale of the land in question 
to a foreign industrial buyer was misrepresented as was the 
fair and reasonable value of the underlying land. 
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The Commission’s Complaint also alleges that the land in 
question was not properly registered with the Department 
of Housing and Urban Development or the Commonwealth 
of Massachusetts, and that defendants omitted to indicate 
that principals of American Industrial Research Corpora- 
tion had been enjoined from similar practices in the State 
of New York and the State of Wisconsin. 


The Complaint also alleges that J&B Industries, Inc., Ameri- 
can Investment Management Company and H&R Industries, 
Inc., by selling the interests in question, were engaged in the 
business of buying and selling securities without being regis- 
tered with the Commission as broker-dealers. 


American Industrial Research Corporation is a Canadian cor- 
poration with its principal place of business in Montreal, 
Quebec, Canada, and is ostensibly engaged in the develop- 
ment and sale of industrial land. J&B Industries, Inc. is a 
Massachusetts corporation, which together with H&R Indus- 
tries, Inc., the Rhode Island corporation, and American In- 
tment Management Company, another Massachusetts cor- 
ition, provided sale outlets for the land in question. The 

idant Barrett was the president of J&B. The defendants 
Green and Mahoney were salesmen for J&B. The defendant 
Hart was the president of American Industrial Research 
Corporation and the defendant Girard was the principal of- 
ficer of that firm. The defendant Jarvis is the president and 
principal force behind the operations of American Invest- 
ment Management Company. 


ves 
po; 


aet 


No date has been set for a hearing on the Commission’s Mo- 
tion for a Preliminary Injunction. 


in addition to Mr. Riccio and Mr. Sams, the Commission was 
also represented in this action by Edward P. Delaney, Assist- 
ant Regional Administrator. The investigation leading to the 
filing of the Complaint was conducted by Raymond D. Vail- 
lancourt, Thomas P. Kehoe, Mr. Riccio and Mr. Sams. Ma- 
teria! assistance was rendered by the Office of the Attorney 
General for the Commonwealth of Massachusetts, Detective 
Lieutenant Fuller of the Massachusetts State Police Force, 
the Securities Division of the Commonwealth of Massachu- 
setts, the Boston Better Business Bureau, and the Royal 
Canadian Mounted Police. 


Litigation Release No. 6505/September 5, 1974 


SEC v. WRIGHT INVESTMENTS, INC., et al. 
(USDC, W.D. Wash., Civil Action File No. C74-339S) 


Jack H. Bookey, Administrator of the Seattle Regional Of- 
fice of the Securities and Exchange Commission, announced 
today that on August 29, 1974 the Honorable Walter T. Mc- 
Govern, Judge, U.S. District Court for the Western District 
of Washington at Seattle, Washington entered a decree of 
permanent injunction against Wright Investments, Inc., Pa- 
cific Financial Corporation, Western Horizons, Inc., Diversi- 
fied Land Investments, Washington Land and Cattle Com- 
pany, Inc., Edward K. Wright, Jr., Donald R. Hunter, gener- 
al counsel for Wright Investments, Inc., Morgan R. West, 
Herbert A. Leland, all of Seattle, Clark E. Cameron, of Spo- 
kame, Washington, James G. Higginson, of Bothell, Washing- 
ton and David G. Hudson, of Everett, Washington, enjoining 
them from further violations of the registration and antifraud 
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provisions of the Federal securities laws in connection with 
the offer and sale of promissory notes, evidences of indebt- 
ness, and investment contracts in the form of limited part- 
nership interests, tenancy-in-common interests and real es- 
tate or membership contracts, with recourse, or any other 
securities. The defendants consented to the decree of perma- 
nent injunction without admitting or denying the allegations 
of the complaint. 


The Commission alleged in its complaint that the defendants 
sold over $2,500,000 of said securities involving real proper- 
ty, to residents of nineteen states and Canada while: using 
false financial statements; utilizing false and misleading 
printed literature; concealing the source and acquisition 
price of real property which the defendants sold to investor 
groups by interpositioning companies affiliated with the de- 
fendants resulting in undisclosed profits, commissions and 
fees; reselling investor group real properties to other invest- 
or groups controlled by the defendants at successively high- 
er prices arbitrarily set by the defendants resulting in in- 
creasingly greater undisclosed profits, commission and fees; 
failing to disclose to investors the extent to which those de- 
fendants who participated in investor groups had failed to 
make the same initial or periodic payments required of the 
other investors; arranging for various loans between and 
among the defendants and the investor groups at interest 
rates lower than those available from other sources while 
not disclosing the loans to the respective investor; issuing 
promissory notes to some of the defendants and certain pre- 
ferred investors at interest rates as high as 30% per annum 
while at, or about, the same time causing some of the de- 
fendants to issue such notes to other investors at rates of 
approximately 9-12% per annum while not disclosing the 
foregoing higher interest rates; not disclosing the continuing 
deterioration of the financial condition of Wright Invest- 
ments, Inc., which was jeopardizing its capability of repay- 
ing borrowings; and, failing to disclose substantial mortgages 
and real estate contracts existing on properties being sold to 
investor groups, to name a few. 


For further information, see Litigation Release No. 6415. 





Litigation Release No. 6506/September 5, 1974 
SEC v. FUTURISTIC FOODS, INC., et al. 


William D. Moran, Administrator of the New York Region- 
al Office of the Securities and Exchange Commission, an- 
nounced on August 23, 1974, the filing of an injunctive 
action in the U.S. District Court for the Southern District 
of New York against Futuristic Foods, Inc. of Rego Park, 
New York, Peter Cancilla, of Brooklyn, New York, Irwin 
Donald Kirschenblatt, a/k/a Donald Kirsch of Rego Park, 
New York, William Reichert of Glen Cove, New York, 
Arthur Shevack of Brooklyn, New York, Dennis Shevack 
of Brooklyn, New York, Felix Szymanski of New York, 
Richard Mulligan of New York and Future Mart, Inc. of 
New York. 


The Commission’s complaint charged the defendants with 
violating the registration and anti-fraud provisions of the 
Federal securities laws. 
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The complaint also alleges that the defendants violated 
Section 17(a) of the Securities Act and Section 10(b) of 
the Exchange Act and Rule 10b-5 thereunder in that from 
approximately January 8, 1973 to date, the defendants, ir 
connection with the offer for sale and sale of securities 
have been employing a device, scheme, and artifice to 
defraud investors of Futuristic Foods, Inc. and that the 
defendants have been obtaining money by untrue state- 
ments of material facts and omissions to state material 
facts required under the circumstances. It is further alleged 
that the defendants have been operating a pyramid promo- 
ve whereby persons who invest substantial sums 
of money to purchase interests or participations in Futur- 
istice Foods, Inc. will then attempt to locate other pro- 
spective investors for the defendants to recruit. It was 
alleged by the Commission that as part of the defendants’ 
scheme to defraud and to sell unregistered securities the 
defendants in the profits derived from investments made 
by subsequent participants in Futuristic Foods, Inc. 


tion scne 


The defendants are also charged with violating Section 5 
of the Securities Act. The complaint states that from 
approximately January, 1973, to date, the defendants 
have been offering for sale and selling certain “interests” 
which constitute investment contracts, certificates of in- 
terest or participations in profit sharing agreements and 
interests commonly known as “securities.” 


Additionally, it is alleged that no registration statement as 
required under the Securities Act is in effect, nor has any 
registration statement been filed with respect to the offer- 
ing or selling of any of these securities by the defendants. 


Finally, the complaint requests the appointment of a re- 
ceiver to marshal and collect all the assets of Futuristic 
Foods, Inc., in order to prevent waste and dissipation or 
corporate assets; that an accounting be performed; and 
that a rescission offer be made to all persons who invested 
in the Futuristic Foods, Inc. promotional scheme. The 
Securities and Exchange Commission has alleged that 
monies of approximately $1,000,000 have been obtained 
by the defendants illegally since January, 1973 to date. 
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